
Michigan Department of Treasury 
496 (02/06) 

Auditing Procedures Report 
Issued under P.A. 2 of 1968, as amended and P.A. 71 of 1919, as amended. 

Local Unit of Government Type Local Unit Name County 

County City Twp Village Other   
Fiscal Year End Opinion Date Date Audit Report Submitted to State 

We affirm that: 

We are certified public accountants licensed to practice in Michigan. 

We further affirm the following material, “no” responses have been disclosed in the financial statements, including the notes, or in the
Management Letter (report of comments and recommendations). 

Y
ES

 

N
O

 

Check each applicable box below. (See instructions for further detail.) 

1. All required component units/funds/agencies of the local unit are included in the financial statements and/or disclosed in the 
reporting entity notes to the financial statements as necessary.  

2. There are no accumulated deficits in one or more of this unit’s unreserved fund balances/unrestricted net assets 
 (P.A. 275 of 1980) or the local unit has not exceeded its budget for expenditures. 

3. The local unit is in compliance with the Uniform Chart of Accounts issued by the Department of Treasury. 

4. The local unit has adopted a budget for all required funds. 

5. A public hearing on the budget was held in accordance with State statute. 
6. The local unit has not violated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or  

other guidance as issued by the Local Audit and Finance Division. 

7. The local unit has not been delinquent in distributing tax revenues that were collected for another taxing unit. 

8. The local unit only holds deposits/investments that comply with statutory requirements.  

9. The local unit has no illegal or unauthorized expenditures that came to our attention as defined in the Bulletin for
Audits of Local Units of Government in Michigan, as revised (see Appendix H of Bulletin). 

10. There are no indications of defalcation, fraud or embezzlement, which came to our attention during the course of our audit  
that have not been previously communicated to the Local Audit and Finance Division (LAFD). If there is such activity that has 
not been communicated, please submit a separate report under separate cover. 

11. The local unit is free of repeated comments from previous years. 

12. The audit opinion is UNQUALIFIED. 

13. The local unit has complied with GASB 34 or GASB 34 as modified by MCGAA Statement #7 and other generally  
accepted accounting principles (GAAP). 

14. The board or council approves all invoices prior to payment as required by charter or statute. 

15. To our knowledge, bank reconciliations that were reviewed were performed timely. 

If a local unit of government (authorities and commissions included) is operating within the boundaries of the audited entity and is not 
included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), address(es), and a 
description(s) of the authority and/or commission. 
I, the undersigned, certify that this statement is complete and accurate in all respects.

We have enclosed the following: Enclosed Not Required (enter a brief justification) 

Financial Statements 

The letter of Comments and Recommendations 

Other (Describe)

Certified Public Accountant (Firm Name) Telephone Number 

Street Address City State Zip 

Authorizing CPA Signature Printed Name License Number 

Roscommon County Road Commission Roscommon

12/31/2005 3/19/08 5/23/08

James M. Anderson, P.C. (989) 563-2450

P.O. Box 255 Roscommon MI 48653

James M. Anderson, CPA 1101017419

Digitally signed by James M. 
Anderson, CPA 
DN: cn=James M. Anderson, 
CPA, c=US, o=James M. 
Anderson, P.C., 
email=jma@m33access.com
Date: 2008.05.23 06:02:31 -04'00'



ROSCOMMON COUNTY ROAD COMMISSION
FINANCIAL REPORT
DECEMBER 31, 2007



ROSCOMMON COUNTY

BOARD OF COUNTY ROAD COMMISSIONERS

Jackie S. Bertsch                    Kimberly Akin  
       Commissioner                      Commissioner      

 Larry V. Paxton      Clinton L. Stouffer      George E. Pappas 
  Commissioner     Commissioner  Commissioner

Timothy O’Rourke                     Gloria J. Burns
         Manager                      Assistant Manager/CFO



ROSCOMMON COUNTY ROAD COMMISSION

TABLE OF CONTENTS

                                                                   PAGE

Independent Auditor’s Report . . . . . . . . . . . . . . . . . . . . . . 1-2

Management’s Discussion and Analysis . . . . . . . . . . . . . . . . . . 3-8

Basic Financial Statements:

Government-Wide Financial Statements:                                            

Statement of Net Assets . . . . . . . . . . . . . . . . . . . . . . 9

Statement of Activities . . . . . . . . . . . . . . . . . . . . . . 10

Balance Sheet . . . . . . . . . . . . . . . . . . . . . . . . . . . 11

  Reconciliation of the Balance Sheet Fund Balance
   to the Statement of Assets . . . . . . . . . . . . . . . . . . . 12

     Statement of Revenues, Expenditures and Changes 
  in Fund Balance . . . . . . . . . . . . . . . . . . . . . . . . 13

     Reconciliation of the Statement of Revenues, Expenditures
  and Changes in Fund Balance of Governmental Funds to 
    the Statement of Activities . . . . . . . . . . . . . . . . . . 14

Pension Trust Fund . . . . . . . . . . . . . . . . . . . . . . 15-16

Notes to Financial Statements . . . . . . . . . . . . . . . . . . . . . 17-27

Required Supplemental Information:

Statement of Revenues and Other Financing Sources-
  Budgetary Comparison Schedule . . . . . . . . . . . . . . . . . . . . 28

Statement of Expenditures - Budgetary Comparison Schedule . . . . . . . 29

Supplemental Schedules:

  Analysis of Fund Balances . . . . . . . . . . . . . . . . . . . . . . . 30

Analysis of Revenue and Other Financing Sources . . . . . . . . . . . . 31

Analysis of Expenditures . . . . . . . . . . . . . . . . . . . . . . . . 32

Report on Internal Control over Financial Reporting
  and Compliance and Other Matters Based on an Audit
    of Financial Statements Performed in Accordance with 
      Government Auditing Standards . . . . . . . . . . . . . . . . . . 33-35



1

INDEPENDENT AUDITOR’S REPORT

March 19, 2008

Board of County Road Commissioners
Roscommon County Road Commission
Prudenville, MI  48651

I have audited the accompanying financial statements of the governmental activities
and major fund of the Roscommon County Road Commission, a component unit of the County
of Roscommon, Michigan as of and for the year ended December 31, 2007, which
collectively comprise the Road Commission’s basic financial statements, as listed in
the table of contents.  These financial statements are the responsibility of the Road
Commission's management.  My responsibility is to express an opinion on these
financial statements based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United
States.  Those standards require that I plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements.  An audit also includes assessing
the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation.  I believe that my audit
provides a reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all
material respects, the respective financial position of the governmental activities
and major fund of the Roscommon County Road Commission as of December 31, 2007, and
the respective changes in financial position, where applicable, for the year then
ended in conformity with accounting principles generally accepted in the United States
of America.
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Page 2
Board of County Road Commissioners
Roscommon County Road Commission
March 19, 2008

In accordance with Government Auditing Standards, I have also a report dated March 19,
2008, on my consideration of the Roscommon County Road Commission’s internal control
over financial reporting and on my tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements and other matters. The purpose of
that report is to describe the scope of my testing of internal control over financial
reporting and compliance and the results of that testing and not to provide an opinion
on the internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards
and should be considered in conjunction with this report in considering the results
of my audit.

The management’s discussion and analysis on pages 3 to 8 are not a required part of
the basic financial statements, but are supplementary information required by
generally accepted accounting principles in the United States of America.  I have
applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the supplementary
information.  However, I did not audit the information and express no opinion on it.

My audit was made for the purpose of forming an opinion on the financial statements
that collectively comprise the Roscommon County Road Commission’s basic financial
statements.  The supplemental statements listed in the table of contents are presented
for purposes of additional analysis and are not a required part of the basic financial
statements of the Roscommon County Road Commission.  The information has been
subjected to the auditing procedures applied in the audit of the basic financial
statements and, in my opinion, is fairly stated in all material respects in relation
to the component unit financial statements taken as a whole.

JAMES M. ANDERSON, P.C.
CERTIFIED PUBLIC ACCOUNTANT
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ROSCOMMON COUNTY ROAD COMMISSION
MANAGEMENT’S DISCUSSION AND ANALYSIS

DECEMBER 31, 2007

Our discussion and analysis of Roscommon County Road Commission’s financial
performance provides an overview of the Road Commission’s financial activities for the
fiscal year ended December 31, 2007.  This annual report consists of a series of
financial statements.  The Statement of Net Assets and the Statement of Activities
provide information about the activities of the Road Commission and present a longer-
term view of the Road Commission’s finances.  Fund financial statements tell how these
services were financed in the short-term, as well as what remains for future spending.
Fund financial statements also report the road commission’s operations in more detail
than a government-wide financial statements.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of four parts - management’s discussion and analysis (this
section), the basic financial statements, required supplementary information, and an
additional section that presents the operating fund broken down between primary, local
and county funds.  The basic financial statements include two types of statements that
present different views of the road Commission:

The first statements are government-wide financial statements that provide both
long-term and short-term information about the Road Commission’s overall financial
status.  These statements report information about the Road Commission as a whole
using accounting methods similar to those used by private-sector companies.  The
Statement of Net Assets includes all of the government’s assets and liabilities.
All of the current year’s revenues and expenses are accounted for in the Statement
of Activities regardless of when cash is received or paid.  The two government-wide
statements report the Road Commission’s net assets and how they have changed.  “Net
assets” is the difference between the assets and liabilities - this is one way to
measure the Road Commission’s financial health or position.

The remaining statements are fund financial statements that focus on individual
funds; reporting the operations in more detail than the government-wide statements.

REPORTING THE ROAD COMMISSION AS A WHOLE

Government-Wide Statements

The Statement of Net Assets and the Statement of Activities report information about
the Road Commission, as a whole, and about its activities in a way that helps answer
the question of whether the Road Commission, as a whole, is better off or worse off
as a result of the year’s activities.  The Statement of Net Assets includes all of the
Road Commission’s assets and liabilities using the accrual basis of accounting, which
is similar to the accounting method used by most private-sector companies.  All of the
current year’s revenues and expenses are accounted for in the Statement of Activities
regardless of when cash is received or paid.
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ROSCOMMON COUNTY ROAD COMMISSION
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

DECEMBER 31, 2007

The two statements, mentioned above, report the road commission’s net assets and how
they have changed.  The reader can think of the road commission’s net assets (the
difference between assets and liabilities) as one way to measure the road commission’s
financial health or financial position.  Over time, increases or decreases in the road
commission’s net assets are one indicator of whether its financial health is improving
or deteriorating, respectively.  To assess the overall health of the road commission
you need to consider additional nonfinancial factors such as changes in the county’s
property tax base, the condition of the road commission’s roads, and changes in the
law related to the gas taxes and its distribution.

Fund Financial Statements

The road commission currently has only one fund, the general operations fund.  All of
the road commission’s activities are accounted for in this fund.  The general
operations fund is a governmental fund type.  Our analysis of the road commission’s
major fund begins on this page.  The fund financial statements begin on page 11 and
provide detailed information about the major fund.

Governmental funds focus on how money flows into and out of this fund and the balances
left at year end that are available for spending.  This fund is reported using an
accounting method called modified accrual accounting, which measures cash and all
other financial assets that can readily be converted to cash.  The governmental fund
statements provide a detailed short-term view of the road commission’s general
governmental operations and the basic service it provides.  Governmental fund
information helps the reader to determine whether there are more or fewer financial
resources that can be spent in the near future to finance the road commission’s
services.  We describe the relationship (or differences) between governmental
activities (reported in the Statement of Net Assets and Statement of Activities) and
the governmental fund in a reconciliation following the fund financial statements.

FINANCIAL ANALYSIS OF THE ROAD COMMISSION AS A WHOLE

The road commission’s net assets increased 2.07% from $21,314,291 to $21,755,806 as
of December 31, 2007.  The net assets are summarized below.

Net Assets

Restricted net assets are those net assets that have constraints placed on them by
either: a) by creditors, grantors, contributors, or laws or regulations of other
governments; b) by law through constitutional provisions or enabling legislation.
Enabling legislation authorizes the government to assess, levy, charge or otherwise
mandate payment of resources and includes a legally enforceable requirement that those
resources be used for only the specific purpose stipulated in the legislation.  As
such, all assets (except for assets invested in capital assets, net of related debt)
are considered restricted.
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ROSCOMMON COUNTY ROAD COMMISSION
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

DECEMBER 31, 2007

The investment in capital assets, net of related debt, was $18,968,412 at December 31,
2006 and $19,277,893 as of December 31, 2007.  The increase in net assets is primarily
the result of capitalizing infrastructure of $1,803,605 and equipment purchases.  The
restricted net assets increased by $132,034 during the current year.

Net assets as of year ended December 31, 2007 and December 31, 2006:

  Increase/
 12/31/07    12/31/06   Decrease 

Current and Other Assets $ 3,953,502 $ 3,745,417 $   208,085 
Capital Assets (Net)  22,792,883  22,588,412     204,471

Total Assets  26,746,385  26,333,829     412,556

Long-Term Debt Outstanding   3,661,358   3,755,123     (93,765)
Other Liabilities   1,329,221   1,264,415      64,806

Total Liabilities   4,990,579   5,019,538     (28,959)

Net Assets
  Invested in Capital Assets Net
    of Related Debt  19,277,893  18,968,412     309,481
  Restricted   2,477,913   2,345,879     132,034 

Total Net Assets $21,755,806 $21,314,291 $   441,515

Changes in Net Assets

A summary of changes in net assets follows:

  Increase/
 12/31/07    12/31/06   Decrease 

Revenues
Federal Grants $   518,663 $    93,593 $   425,070 
State Grants   4,000,663   4,605,562    (604,899)
Contributions from Local Units     467,978     932,735    (464,757)
Charges for Services   1,680,044   1,433,263     246,781 
Interest and Rents     115,505      98,784      16,721
Gain on Asset Disposal      79,740      17,119      62,621 

Total Program Revenue   6,862,593   7,181,056    (318,463)

Expenditures
Public Works   6,253,693   5,685,866     567,827 
Interest Expense     167,385     171,485      (4,100)

Total Expenditures   6,421,078   5,857,351     563,727 

Increase (Decrease) in Net Assets $   441,515 $ 1,323,705 $  (882,190)
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ROSCOMMON COUNTY ROAD COMMISSION
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

DECEMBER 31, 2007

The Road commission’s Fund

The road commission’s general operations fund is used to control the expenditures of
Michigan Transportation Fund monies distributed to the county which are earmarked by
law for road and highway purposes.

A summary of changes in the Operating Fund is as follows:
  Increase/

  12/31/07  12/31/06    Decrease 
Revenues

Federal Grants $   518,663 $    93,593 $   425,070 
State Grants   4,000,663   4,706,777    (706,114)
Contributions from Local Units     467,978     831,520    (363,542)
Charges for Services   1,641,027   1,309,299     331,728 
Interest and Rents     117,640      98,784      18,856
Other Revenue      36,882      23,310      13,572
Gain on Asset Disposal      79,740      16,558      63,182 

Total Program Revenue   6,862,593   7,079,841    (217,248)

Expenditures
Public Works   6,670,887   6,778,799    (107,912)
Net Capital Outlay    (228,958)    (219,520)      (9,438)
Debt Service     272,385     271,485         900

Total Expenditures   6,714,314   6,830,764    (116,450)

Excess of Revenues Over (Under)
Expenditures     148,279     249,077    (100,798)

Fund Balance - January 1   2,586,002   2,336,925     249,077

Fund Balance - December 31 $ 2,734,281 $ 2,586,002 $   148,279 

BUDGETARY HIGHLIGHTS

Prior to the beginning of any year, the road commission’s budget is compiled based
upon certain assumptions and facts available at that time.   During the year, the road
commission board acts to amend its budget to reflect changes in these original
assumptions, facts and/or economic conditions that were unknown at the time the
original budget was compiled.  In addition, by policy, the board reviews and
authorizes large expenditures when requested throughout the year.

The final amended revenue budget for 2007 was $63,035 higher than the original budget
primarily due to increases in the State Trunkline Maintenance and net of decreases in
project grants.

The final amended expenditure budget for 2007 was $405,420 higher than the original
budget primarily due to an increase in state trunk line maintenance and local heavy
maintenance.  The actual expenditures incurred during 2007 were under the final
amended budget by $145,071.  There were four unfavorable variance in expenditure line
items.
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ROSCOMMON COUNTY ROAD COMMISSION
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

DECEMBER 31, 2007

Capital Assets

As of the respective year ends, the road commission had invested the following in net
capital assets:

  Increase/
  12/31/07   12/31/06   Decrease 

Capital assets not being depreciated:
Land and improvements $ 2,044,564 $ 2,044,564 $     -0-  

Subtotal   2,044,564   2,044,564       -0-  

Capital assets being depreciated:
Land Improvements     433,020     433,020       -0-   
Buildings          6,720,077   6,720,077       -0-  
Equipment - Road   5,900,800   6,041,311    (140,511)
Equipment - Shop      226,589     226,563          26 
Equipment - Office         160,764     151,352       9,412
Equipment - Engineering        77,849      75,799       2,050 
Equipment - Yard & Storage     331,155     331,155       -0-  
Infrastructure - Bridges   1,051,364   1,035,114      16,250
Infrastructure - Roads  24,295,682  22,656,593   1,639,089 

Subtotal  39,197,300  37,670,984   1,526,316

Total Capital Assets  41,241,864  39,715,548   1,526,316

Total Accumulated Depreciation  18,448,981  17,127,136   1,321,845

Total Net Capital Assets $22,792,883 $22,588,412 $   204,471

Debt related to capital assets - 
bonds and installment note $ 3,515,000

The Road Commission capitalized infrastructure and related assets during the current
year in the amount of $2,347,270.  The infrastructure recorded, during 2007 will be
depreciated in the following years.  The infrastructure is financed through Federal,
State and local contributions.

Debt

At the year end, the road commission had $3,515,000 in bonds outstanding.  This
represents a decrease of $105,000 from 2006.  The bonds are payable over a year period
with a final payment due August 1, 2027.   Other long-term debt is accrued vacation
and sick pay leave.
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ROSCOMMON COUNTY ROAD COMMISSION
MANAGEMENT’S DISCUSSION AND ANALYSIS (CONTINUED)

DECEMBER 31, 2007

Economic Factors and Next Year’s Budget

The Road Commission as a Whole
The Roscommon County Road Commission (RCRC) is proud to report that it has been able
to construct and maintain roads as planned while remaining financially sound.  The
RCRC fund balance increased by $148,279 during 2007.  The Asset Management Advisory
Board was established also this year to help the RCRC in future planning and budgeting
processes.

Primary Roads 
Road projects on the Primary Road System were completed using a combination of
federal, state, and local monies.  County Road 100 at the Higgins Lake State Park, and
8 miles of Old 76 beginning in St. Helen were improved.  We have developed a 5 year
Primary Road plan based on Asset Management and Paser Road Ratings.

Local Roads
A variety of roads were improved on the Local Road System using township funds with
assistance from RCRC.  The Townships provided approximately $464,200 (74%) towards the
completion of projects totaling $585,000.  Improvements included preservation
treatments, sinkhole removal, building gravel grades and resurfacing blacktop roads.
We have completed the rating of all local roads and developing 5 year plans for
township approval based on asset management principles.

MI Dept. of Transportation (MDOT)
The RCRC has a $1.2 million Contract with MDOT to provide maintenance on State
Highways.  MDOT sometimes requests that we perform other work, including catch basin
and curb repairs.  This arrangement works well for both parties and the public.  MDOT
gets the work done, the public enjoys roads safe and convenient to travel, and we are
able to offer full-time employment to several individuals year round.

Capital Assets 
The Road Commission has been able to keep its fleet up-to-date and in good working
condition.  A total of $544,000 was spent on the purchase of new or used equipment,
engineering supplies, and office equipment. 

2008 Forecast
The RCRC expects up to a 4% reduction in its MI Transportation Fund receipts due to
higher gas prices and fewer gallons purchased by consumers.  Higher fuel, utility and
material costs continue to challenge our budget, however with careful planning we can
look forward to maintaining Roscommon County roads to the level motorists have enjoyed
in the past.

Closing  
This financial report is intended to provide our citizens, taxpayers and the general
public with a general overview of the road commission’s finances and how they are
being spent.
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ROSCOMMON COUNTY ROAD COMMISSION
STATEMENT OF NET ASSETS

DECEMBER 31, 2007

ASSETS

Cash $    995,398
Investments    1,499,394

Accounts receivable
   Sundry       15,783 

Due from other governmental units      821,236

Inventories         463,874

Long-term contracts receivable      157,817

Capital Assets (Net of Accumulated
Depreciation)   22,792,883

Total Assets   26,746,385

LIABILITIES

Current Liabilities 
Accounts payable      128,202
Accrued liabilities       32,856

   Due to other governmental units       37,596
Escrow       31,114
Deferred revenue      526,646
Advances from MDOT      462,807
Bonds Payable      110,000

Non Current Liabilities
Bonds Payable    3,405,000
Vested Employee Benefits Payable      256,358

Total Liabilities    4,990,579

NET ASSETS

Investment in Capital Fixed Assets
   Net of Related Debt   19,277,893
Restricted for County Roads    2,477,913

Total Net Assets $ 21,755,806

The accompanying notes are an integral part of these financial statements.
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ROSCOMMON COUNTY ROAD COMMISSION
STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2007

Program Expenses
Primary Road Maintenance $   1,323,831
Local Road Maintenance     1,415,725
State Trunkline Maintenance     1,628,692
Net Equipment Expense       180,100
Net Administrative Expense       328,452
Infrastructure Depreciation     1,360,658
Compensated Absences        16,235 
Interest Expense       167,385

Total Program Expenses     6,421,078

Program Revenue
Federal Grants       518,663
State Grants     4,000,663
Contributions from Local Units       467,978
Charges for Services     1,680,044
Investment Earnings       115,505

Total Program Revenue     6,782,853

Net Program Revenue       361,775

General Revenue
Gain (Loss) on Asset Disposal        79,740 

Total General Revenues        79,740 

Change in Net Assets       441,515

Net Assets
Beginning of Year    21,314,291

End of Year $  21,755,806

The accompanying notes are an integral part of these financial statements.
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ROSCOMMON COUNTY ROAD COMMISSION
BALANCE SHEET

DECEMBER 31, 2007

Governmental
  Fund Type 
   General
  Operating 

ASSETS

Imprest cash $        350
Cash demand and time deposits      995,048
Investments    1,499,394

Accounts receivable:
   Sundry       15,783
   Due from other governmental units      821,236

Inventories      463,874

Long-term contract receivable      157,817

    Total Assets $  3,953,502

LIABILITIES AND FUND EQUITY

Accounts payable $    128,202
Accrued liabilities                    32,856
Due to other governmental units       37,596
Escrow       31,114
Deferred revenue      526,646
Advances from governmental units      462,807

    Total Liabilities    1,219,221

Fund Equity:       
   Fund Balance:
      Reserve for Post-Retirement 
        Benefits      300,000
      Undesignated    2,434,281

   Total Fund Equity    2,734,281

   Total Liabilities and
      Fund Equity $  3,953,502

The accompanying notes are an integral part of these financial statements.
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ROSCOMMON COUNTY ROAD COMMISSION
RECONCILIATION OF THE BALANCE SHEET FUND BALANCE TO

THE STATEMENT OF NET ASSETS
FOR THE YEAR ENDED DECEMBER 31, 2007

Total governmental fund balance $    2,734,281

Amounts reported for governmental activities in 
the statement of new assets are different because:

Capital  assets used in governmental activities
are not  financial resources and  therefore are 
not reported in the funds.     22,792,883

Other long-term  assets are not  available to pay
 for current period expenditures and therefore are 

not reported in the funds.     (3,771,358)

Net assets of governmental activities $   21,755,806

The accompanying notes are an integral part of these financial statements.
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ROSCOMMON COUNTY ROAD COMMISSION
STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCE
DECEMBER 31, 2007

 Operating
    Fund    

Revenues 
Federal Grants $    518,663
State Grants    4,000,663
Contributions From Local Units      467,978
Charges for Services    1,641,027
Interest and Rents      117,640
Other Revenue      116,622

Total Revenues    6,862,593

Expenditures
Public Works    6,670,887
Net Capital Outlay     (228,958)
Debt Service      272,385

Total Expenditures    6,714,314

Excess of Revenues Over
(Under) Expenditures      148,279 

Fund Balance-January 1, 2007    2,586,002

Fund Balance-December 31, 2007 $  2,734,281

The accompanying notes are an integral part of the these financial statements.
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ROSCOMMON COUNTY ROAD COMMISSION
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND 

CHANGES IN FUND BALANCE OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES 
FOR THE YEAR ENDED DECEMBER 31, 2007

Net Change in fund balance - total governmental funds $    148,279 

Amounts reported for governmental activities
in the statement are different because:

Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the cost of those
assets is allocated over their estimated useful lives as
depreciation expense.  This is the amount by which capital
outlays exceeded deprecation in the current period.  Equipment
retirement is recorded as an expenditure credit in governmental
funds,  but not recorded  as  an expense in  the statement of
activities.      204,471

Lease proceeds provide current financial resources to
governmental funds, but entering into lease agreements
increases long-term liabilities in the statement of net assets.
Repayment of notes/leases payable is an expenditure in
governmental funds, but reduces the long-term  liabilities in
the statement of net assets.      105,000

Some expenses reported in the statement of activities do not
require the use of current financial resources and therefore
are not reported as expenditures in governmental funds.
(Increase in compensated  absences  and  decrease in interest
expense).      (16,235)

Change in net assets of governmental activities. $    441,515

The accompanying notes are an integral part of these financial statements.
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ROSCOMMON COUNTY ROAD COMMISSION
PENSION TRUST FUND

STATEMENT OF NET ASSETS
SEPTEMBER 30, 2007

ASSETS

Cash and Investments $  3,662,340

Total Assets $  3,662,340

FUND EQUITY

Reserve for Retirement Benefits $  3,662,340

Total Fund Equity $  3,662,340

The accompanying notes are an integral part of these financial statements.
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ROSCOMMON COUNTY ROAD COMMISSION
PENSION TRUST FUND

STATEMENT OF CHANGES IN NET ASSETS
FOR THE TWELVE MONTHS ENDED SEPTEMBER 30, 2007

Additions:          

Employer contributions $   154,751
Investment income     474,027 

      Total Additions     628,778 

Deductions:         

Administrative       9,982
Cash retirements     550,999

Total Deductions            560,981

Change in Net Assets:      67,797 

Net Assets - October 1, 2006   3,594,543

Net Assets - September 30, 2007 $ 3,662,340

The accompanying notes are an integral part of these financial statements.
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ROSCOMMON COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Roscommon County Road Commission conform to generally
accepted accounting principles as applicable to governmental units.  The following is a
summary of the significant policies.

DESCRIPTION OF ROAD COMMISSION OPERATIONS - The Roscommon County Road Fund, referred to
as the Road Commission, is a Component Unit of the County of Roscommon, Michigan, and is
used to control the expenditure of revenues from the State distribution of gas and weight
taxes, federal financial assistance, reimbursements from the Department of State Highways
for work performed by the County on State trunkline and contributions from other local
units of government for work performed by the Road Commission work force.

The Road Commission which is established pursuant to the County Road Law (MCL224.1)
operates under an elected Board of five (5) County Road Commissioners who establish
policies and review operations of the Road Commission.  The Road Commission provides
service to eleven (11) Townships in Roscommon County and maintains 859 miles of state,
local and primary roads.

FINANCIAL REPORTING ENTITY - The Road Commission is required by Public Act 51 of the State
of Michigan to have a separate audit performed of its operations.  This financial report
has been prepared to meet this State requirement.

The criteria established by the Governmental Accounting Standards Board (GASB) Statement
No. 14 "The Financial Reporting Entity" for determining the reporting entity includes
oversight responsibility, fiscal dependency and whether the financial statements would be
misleading if the component unit data were not included.  Based on the above criteria,
these financial statements present the Roscommon County Road Commission, a discretely
presented component unit of Roscommon County, and include the Road Commission Operating
Fund, Pension Trust Fund, General Fixed Asset Account Group, and General Long-Term Debt
Account Group.

BASIS OF PRESENTATION - GOVERNMENT-WIDE FINANCIAL STATEMENTS - The government-wide
financial statements (i.e., the Statement of Net Assets and the Statement of Changes in
Net Assets) report information on all the Roscommon County Road Commission. There is only
one fund reported in the government-wide financial statements.

The Statement of Net Assets presents the Road Commission’s assets and liabilities with the
difference being reported as either invested in capital assets, net of related debt or
restricted net assets.

The Statement of Activities demonstrates the degree to which the direct expenses of a
given function or segment are offset by program revenues.  Direct expense are those that
are clearly identifiable with a specific function or segment.  Program revenues include:
(1) charges to customers or applicants who purchase, use or directly benefit from goods,
services or privileges provided by a given function or segment; and (2) grants and
contributions that are restricted to meeting the operational or capital requirements of
a particular function or segment.  Taxes and other items not properly included among
program revenues are reported instead as general revenue.
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ROSCOMMON COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASIS OF PRESENTATION – FUND FINANCIAL STATEMENTS - Separate financial statements are
provided for the operating fund (governmental fund).  The operating fund is an independent
fiscal and accounting entity with a self-balancing set of accounts.  Fund accounting
segregates funds according to their intended purpose and is used to aid management in
demonstrating compliance with finance-related legal and contractual provisions.

MEASUREMENT FOCUS/BASIS OF ACCOUNTING – GOVERNMENT-WIDE FINANCIAL STATEMENTS - The
government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting.  Revenue is recorded when earned and expenses
are recorded when a liability is incurred, regardless of the timing of related cash flows.
Property taxes are recognized as revenue in the year of which they are levied.  Grants and
similar items are recognized as revenue as soon as all eligibility requirements imposed
by the provider have been met.

Amounts reported as program revenue include: charges to customer or applicants for goods
or services or privileges provided; Michigan transportation funds; and State/Federal
contracts and township contributions.  Internally dedicated resources are reported as
general revenue rather than as program revenue.  Likewise, general revenue includes all
taxes.

MEASUREMENT FOCUS/BASIS OF ACCOUNTING – FUND FINANCIAL STATEMENTS - Governmental fund
financial statements are reported using the current financial resources measurement focus
and the modified accrual basis of accounting.  Revenue is recognized as soon as it is both
measurable and available.  Revenue is considered to be available if it is collected within
the current period or soon enough thereafter to pay liabilities for the current period.
For this purpose, the government considers revenues to be available if they are collected
within 60 days of the end of the current fiscal period.  Expenditures generally are
recorded when a liability is incurred, as under accrual accounting.  However, debt service
expenditures, as well as expenditures related to compensated absences and claims and
judgments, are recorded only when payment is due.

Michigan transportation funds, grants, permits, township contributions and interest
associated with current fiscal period are all considered to be susceptible to accrual and
have been recognized as revenue of the current fiscal period.  All other revenue items are
considered to be available only when cash is received by the government.
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ROSCOMMON COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BUDGETS AND BUDGETARY ACCOUNTING - The County Road Commission follows the requirements of
the Uniform Budgeting and Accounting Act, Michigan Public Act 621 of 1978, in the
preparation and execution of its annual general appropriations act.  Any violations are
disclosed in audits of the County Road Commission financial statements as required by law.

CASH, CASH EQUIVALENTS AND INVESTMENTS - Cash and cash equivalents are considered to be
cash on hand, demand deposits and short-term investments with a maturity of three months
or less within acquired.  Investments are stated at fair value.

INVENTORY - Inventories consisting of equipment parts and supplies of $263,264 and road
materials of $200,610, are recognized using the consumption method (inventories are
recorded as expenditures when they are used).  Inventories are recorded at average cost
which approximates market.

CAPITAL ASSETS - Capital assets, which include property, plant, equipment, infrastructure
assets (e.g., roads, bridges and similar items), are reported in the operating fund in the
government-wide financial statements.  Capital assets are defined by Roscommon County Road
Commission as assets with an initial individual cost of more than $1,000 and an estimated
useful life in excess of two years.  Such assets are recorded at historical cost or
estimated historical cost purchase or constructed.  Donated capital assets are recorded
at estimated fair market value at the date of donation.

GASB 34 requires major networks and major subsystems of infrastructure assets acquired,
donated, constructed, or substantially rehabilitated since fiscal years ending after June
30, 1980 be inventoried and capitalized by the fourth anniversary of the mandated date of
adoption of the other provisions of GASB 34.  The Roscommon County Road Commission has
capitalized the current year’s infrastructure, as required by GASB 34, and has reported
the infrastructure in the statement of net assets. 

ADVANCES FROM THE STATE OF MICHIGAN - The State of Michigan advances funds on a State
maintenance agreement it has with the Roscommon County Road Commission for specified
maintenance which the Road Commission will perform during the year and for equipment
purchases.  These advances are considered current liabilities because they are subject to
repayment annually upon audit by the State of Michigan.



20

ROSCOMMON COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

ACCRUED VACATION AND SICK - In accordance with contracts negotiated with the various
employee groups of the Road Commission, employees have a vested right upon termination to
receive compensation for accumulated sick and vacation leave under formulas and conditions
specified in the contracts.

Employees are compensated 100% of their vested vacation leave and 50% to 100% (depending
in employees classification) of their vested sick leave upon termination for any reason.

EQUIPMENT RENTALS - The Michigan Department of Transportation requires that the cost of
operating equipment, including depreciation, be allocated to the various activities.  The
effect of this allocation is deducted from equipment expenditures for the Statement of
Revenues, Expenditures, and Changes in Fund Balance.

DEPRECIATION - Depreciation is computed on the sum-of-the-years-digits method for road
equipment and straight-line method for all other capital assets.  The depreciation rates
are designed to amortize the cost of the assets over their estimated useful lives as
follows:

Building 30 to 50 years
Road Equipment 5 to 8 years
Shop Equipment 10 years
Engineering Equipment 4 to 10 years
Office Equipment 4 to 10 years
Infrastructure-Roads 8 to 30 years
Infrastructure-Bridges 12 to 50 years

LONG-TERM OBLIGATIONS  - In the government-wide financial statements, long-term debt and
other long-term obligations are reported as liabilities in operating fund statement of net
assets.

ESTIMATES - The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect
certain reported amounts and disclosures.  Accordingly, actual results could differ from
those estimates.
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ROSCOMMON COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2007

NOTE B - CASH AND INVESTMENTS

Michigan compiled Laws 129.91, authorizes the Road Commission to deposit and invest in the
accounts of Federally insured banks, credit unions, savings and loan associations; bonds,
securities and other direct obligations of the United States, or any agency or
instrumentality of the United States; United States government or Federal agency
obligation repurchase agreements, bankers’ acceptance of United States banks; commercial
paper rated within the two highest classifications, which mature not more than 270 days
after the date of purchase, obligations of the State of Michigan or its political
subdivisions which are rated as investment grade; and mutual funds composed of investment
vehicles which are legal for direct investment by local units of government in Michigan.
Financial institutions eligible for deposit of public funds must maintain an office in
Michigan.

The investment policy adopted by the board in accordance with Public Act 20 of 1943, as
amended, has authorized investment in the instruments described in the preceding
paragraph.  The Road Commission’s deposits and investment policy are in accordance with
statutory authority.

At year end, the Road Commission’s deposits and investments were reported in the basic
financial statements in the following categories:

Imprest Cash $      350
Cash demand and time deposits    995,048
Investments  1,499,394

Total $2,494,792

Deposits

At year-end the carrying amount of the County Road Commissions deposits were $995,048 and
the bank balance was $1,151,324.  According to the Federal Deposit Insurance Corporation,
approximately 34% of the total bank balance was covered by federal depository insurance.

Investments Authorized by the Road Commission’s Investment Policy

The Road Commission’s investment policy only authorizes investment in all those that are
authorized by law.  The Road Commission has limited their investments to municipal money
markets.
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ROSCOMMON COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2007

NOTE B - CASH AND INVESTMENTS (CONTINUED)

Disclosures Relating to Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect
the fair value of an investment.  Generally, the longer the maturity of an investment, the
greater the sensitivity of its fair value to changes in market interest rates.  One of the
ways that the Road Commission manages its exposure to interest rate risk is by
participating in mutual funds which hold diverse investments that are authorized by law
for direct investment.

As of December 31, 2007, the Road Commission had the following investments:

  Reported
Amount (Fair
   Value)   

Investments
Lasalle Bank Public Funds Investment Trust $  1,055,638
JPMorgan Chase Municipal Investments      194,986
Fifth Third Securities Inc.          287
UBS Investments      248,483

Total $  1,499,394

Concentration of Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its
obligation to the holder of the investment.  This is measured by the assignment of a
rating by a nationally recognized statistical rating organization.  The mutual fund does
not have a rating provided by a nationally recognized statistical rating organization.

The investment policy of the Road Commission contains no limitations on the amounts that
can be invested in any one issuer beyond that stipulated by Michigan law.

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a
depository financial institution, a government will not be able to recover its deposits
or will not be able to recover collateral securities that are in the possession of an
outside party.  Michigan law and the Road Commission’s investment policy do not contain
legal or policy requirements that would limit the exposure to custodial credit risk for
deposits.

The custodial credit risk for investments is the risk that, in the event of the failure
of the counterparty (e.g., broker-dealer) to a transaction, a government will not be able
to recover the value of its investment or collateral securities that are in the possession
of another party.  Michigan law and the Road Commission’s investment policy do not contain
legal or policy requirements that would limit the exposure to custodial credit risk for
investments.  With respect to investments, custodial credit risk generally applies only
to direct investments in marketable securities.  Custodial credit risk does not apply to
a local government’s indirect investment in securities through the use of mutual funds or
government investment pools.
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ROSCOMMON COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2007

NOTE C - CAPITAL ASSETS

The following is a summary of changes in the Capital Assets Account Group.

  Balance   Balance
  1/01/07   Additions  Deletions   12/31/07

Capital Assets Not Being
  Depreciated:

Land and Improvements $ 2,044,564 $     -0-  $     -0-  $ 2,044,564
Subtotal   2,044,564       -0-           -0-       2,044,564

Capital Assets Being 
  Depreciated:

Land Improvements     433,020       -0-       -0-     433,020
Buildings   6,720,077       -0-         -0-    6,720,077
Road Equipment   6,041,311     522,037     662,548   5,900,800
Shop Equipment     226,563       3,674       3,648     226,589
Office Equipment     151,352      15,904       6,492     160,764
Engineers Equipment      75,799       2,050       -0-       77,849
Yard & Storage Equipment     331,155       -0-        -0-      331,155
Infrastructure-Bridges   1,035,114      16,250       -0-    1,051,364
Infrastructure-Roads  22,656,593   1,787,355     148,266  24,295,682

   Total  37,670,984   2,347,270     820,954  39,197,300

Less Accumulated Depreciation:
Land Improvements      62,620      14,886       -0-      77,506
Buildings   1,236,965     156,460     657,672   1,393,425
Road Equipment   4,743,721     562,777       3,541   4,648,826
Shop Equipment     123,111      19,351       6,472     138,921
Office Equipment     113,558        10,481       -0-      117,567
Engineers Equipment      59,268       5,287       -0-       64,555
Yard & Storage Equipment     173,406       7,896       -0-      181,302
Infrastructure-Bridges     779,340      20,505       -0-     799,845
Infrastructure-Roads   9,835,147   1,340,153     148,266  11,027,034

   Total  17,127,136   2,137,796     815,951  18,448,981

Net Capital Assets Being
  Depreciated  20,543,848     209,474       5,003  20,748,319 

Total Net Capital Assets $22,588,412 $   209,474 $     5,003 $22,792,883
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ROSCOMMON COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2007

NOTE D - PENSION PLAN

The Roscommon County Road Commission Money Purchase Plan is a single employer plan
established by the Roscommon Board of County Road Commission in 1985 to provide retirement
and pension benefits.  The trustees of the plan are the Board of County Road
Commissioners.  An administrative service agreement has been entered into with the
Principal Financial Group to provide a number of the administrative functions.

The Plan covers substantially all full-time employees of the Road Commission, and had a
membership of 55 participants at September 30, 2007.  Act No. 103 of the Public Act of
1960, as amended, governs the benefits and conditions of the Pension Plan.  The Road
Commission contributes 9 percent of all employees base compensation to the plan monthly.
All benefits vest immediately and are credited to each participants account.  For the year
ended September 30, 2007. the Road Commission's payroll subject to retirement contribution
amounted to approximately $1,719,456 with employer contributions of $154,751.

The information required by the Governmental Accounting Standards concerning "accounting
policies and plan assets matters" is not provided in the annual actuarial valuation report
issued by the Principal Financial Group, which handles and invest all of the pension
assets.

NOTE E - STATE EQUIPMENT PURCHASE ADVANCE

State equipment purchase advance is determined by a formula applied to the book value of
equipment of the previous fiscal year.  This amount is adjusted each fiscal year in
accordance with the formula and would be refunded to the State Department of
Transportation upon termination of the State Highway Maintenance Contract.
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ROSCOMMON COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2007

NOTE F - LONG TERM DEBT

The following is a summary of pertinent information concerning the County Road
Commission's long-term debt.

CHANGES IN LONG TERM DEBT

   Balance  Balance
Description    1/1/07   Additions Reductions  12/31/07  

General Obligation
Bonds Payable $ 3,620,000 $     -0- $   105,000 $ 3,515,000
Compensated
  Absences     240,123 (1)      16,235       -0-      256,358

Totals $ 3,860,123 $    16,235 $   105,000 $ 3,771,358

(1) The change in compensated absences is shown as a net addition. 

The general obligation bonds payable is made up of Michigan Transportation Fund Bonds
issued May 23, 2004 pursuant to the provisions of Act 51, for the purpose of defraying
part of the cost of acquiring, constructing, furnishing and equipping a new County Road
Commission central garage complex and satellite facility.  The bonds were issued in
denominations of $5,000 with a net rate of 4.895%.  The bonds will mature in varying
increments over a 25 year period.

Annual Debt Service Requirements:
Year    Amount  

2008 $   273,085
2009     273,585
2010     268,985
2011     274,060
2012     273,705
2013     273,073
2014     272,090
2015     270,748
2016     273,920
2017-2027   3,047,642

Total Payments    5,500,893
Less Interest & Fees  (1,985,893)
Net Balance Due $ 3,515,000

ACCRUED VACATION AND SICK - In accordance with contracts negotiated with the various
employee groups of the Road Commission, employees have a vested right upon termination to
receive compensation for accumulated sick and vacation leave under formulas and conditions
specified in the contracts.  The dollar amount of these vested rights, which has been
accrued on the financial statements amounts to approximately $107,686 for sick and
$148,672 for vacation at December 31, 2007. 



26

ROSCOMMON COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2007

NOTE G - EXCESS EXPENDITURES OVER APPROPRIATIONS

Public Act 621 of 1978, section 18 (1), as amended, provides that a County Road Commission
shall not incur expenditures in excess of amounts appropriated.  As presented in the
financial statements for the year ended December 31, 2007 the County Road Commission
incurred expenditures in certain areas which were in excess of the amounts appropriated
as follows:

                                     Total         Amount of    Budget
    Function Appropriations Expenditures   Variance     

Primary Road:                
Maintenance $    1,240,057 $  1,323,830 $    (83,773)

Local Road:                  
Maintenance $    1,284,120 $  1,415,725 $   (131,605)

Equipment Expense - Net $     (100,000)      180,100 $   (280,100)

Administrative Expense - Net $      170,000 $    328,452 $   (158,452)

The Road Commission does not use encumbrances for budgetary purposes.  During the year
ended December 31, 2007, the Road Commissioners made one amendment to the General
Operating Fund Budget.

NOTE H - RISK MANAGEMENT

Roscommon County Road Commission is a member of the Michigan County Road Commission Self-
Insurance Pool established pursuant to the laws of the State of Michigan which authorize
contracts between municipal corporations (inter-local agreements) to form group self-
insurance pools, and to prescribe conditions to the performance of these contracts.

The Pool was established for the purpose of making a self-insurance pooling program
available which includes, but is not limited to, general liability coverages, auto
liability coverages, property insurance coverages, stop loss insurance protection, claims
administration, and risk management and loss control services pursuant to Michigan Public
Act 138 of 1982.

The Roscommon Road Commission pays an annual premium to the Pool for property (buildings
and contents) coverage, automobile and equipment liability, errors or omissions liability
and bodily injury, property damage and personal injury liability.  The agreement for the
information of the Pool provides that the Pool will be self-sustaining through member
premiums and will purchase both specific and aggregate stop-loss insurance to the limits
determined necessary by the Pool Board.

The Road Commission is also self-insured for worker's compensation as a member of the
County Road Association Self Insurance Fund.

During 2007 and the previous two years, there were no settlements which exceeded the
respective insurance coverage.  In addition, there has been no reduction in insurance
coverage from the prior year.
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ROSCOMMON COUNTY ROAD COMMISSION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2007

NOTE I - FEDERAL FINANCIAL ASSISTANCE

It is required by the Michigan Department of Transportation that Road Commissioners report
total federal financial assistance for Highway Research, Planning and construction
pertaining to their County.  However, only the federal financial assistance applicable to
negotiated account expenditures is required to be audited for compliance under the Single
Audit Act through Road Commission procurement.  The reason for this requirement is that
the Road Commission is required to have accounting and administrative control over the
force account portion while the balance is administered by the Michigan Department of
Transportation.

The federal revenue of $518,663 represents the Department of Transportation Federal
Highway grant money expended on public road improvement projects where work was performed
by independent contractors under non-negotiated contracts between the Road Commission and
the Michigan Department of Transportation.

NOTE J - POST EMPLOYMENT HEALTH CARE BENEFITS

In addition to the pension benefits described in Note D, the Road Commission provides post
retirement health care benefits to all employees who retire from the Road Commission on
or after obtaining age 55 with 30 or more years of service or age 62 with 20 years of
service.  The Road Commission also provides employer paid supplemental health insurance
for qualifying employees between the age of 65 and 80.  The costs of retirees’ health care
benefits are recognized as expenditures as claims are paid.  For the twelve months ended
December 31, 2007, these costs totaled $99,664.

NOTE K - LONG-TERM CONTRACT RECEIVABLE

On August 5, 2005, the Roscommon County Board of Road Commissioners entered into an
agreement with the Artesia Youth Park (a Michigan Non-profit Corporation) for the sale of
the former Houghton Lake Road Commission garage and property.  The sale price was $170,000
with $10,000 down on the day of the sale with the Road Commission receiving a mortgage for
the remaining $160,000.  The terms of the mortgage include payments of $8,000 on or before
October 1st, 2006 and October 1st, 2007 with remaining balance due on or before October 1st,
2008.  Interest is to accrue at a rate of 4%.  The mortgage receivable is reflected on the
Statement of Net Assets as a Long-Term contract receivable offset by a deferred revenue
account.



REQUIRED SUPPLEMENTAL INFORMATION



28

ROSCOMMON COUNTY ROAD COMMISSION
STATEMENT OF REVENUES AND OTHER FINANCING SOURCES -

BUDGETARY COMPARISON SCHEDULE
TWELVE MONTHS ENDED DECEMBER 31, 2007

    Variance
 Original   Amended   Favorable
  Budget       Budget     Actual  (Unfavorable)

Michigan Transportation Funds:
Primary road $ 2,200,000 $ 2,224,000 $ 2,239,192 $    15,192 
Local road   1,540,000   1,566,000   1,569,941       3,941
Snow removal       -0-       -0-       7,607       7,607
Engineering            -0-        -0-       10,000      10,000

Subtotal                     3,740,000   3,790,000   3,826,740      36,740 

Federal Aid:
Category-D     150,000     128,000     137,905       9,905 
Surface Transportation Program    259,000     290,000     293,687       3,687 
Other         163,520       -0-       87,071      87,071 

State Aid:
State forest road funds     160,000     160,000      19,576    (140,424)
Rural primary funds        144,000     120,000     154,347      34,347 
State Trunkline Maintenance /

Non-Maintenance   1,229,580   1,450,000   1,641,023     191,023 

County Raised Funds:
Township contributions and

other contributions     507,865     464,000     467,978       3,978

Other Revenue:
 Land and building sale       -0-        -0-       1,622       1,622

Gain (Loss)on Sale of
Equipment       -0-       -0-      78,118      78,118 

Interest, Salvage Sales, 
Permits and Refunds     100,000     115,000     154,526      39,526 

Total Revenue $ 6,453,965 $ 6,517,000 $ 6,862,593 $   345,593
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ROSCOMMON COUNTY ROAD COMMISSION
STATEMENT OF EXPENDITURES -

    BUDGETARY COMPARISON SCHEDULE     
TWELVE MONTHS DECEMBER 31, 2007

    Variance
  Original   Amended     Favorable
   Budget     Budget      Actual   (Unfavorable)

Primary Road: 
Heavy maintenance $ 1,527,177 $  1,480,011 $ 1,218,216 $   261,795 
Maintenance   1,071,703    1,240,057   1,323,830     (83,773)

  
Local Road:

Heavy maintenance     431,361      612,349     585,390      26,959  
Maintenance   1,239,157    1,284,120   1,415,725    (131,605)

   Subtotal   4,269,398    4,616,537   4,543,161      73,376 

State Trunkline Maintenance/ 
Non-Maintenance    1,647,182    1,825,463   1,619,174     206,289 

Equipment Expense - Net:
Direct                1,118,935              
Indirect                    624,136                
Operating                    301,833             
Less:

Equipment Rental                          (1,864,804)             

Subtotal          (1)       -0-   (1)     (100,000)     180,100    (280,100)

Administrative Expense - Net:
Administrative expense                  469,103                
Less:

Overhead - State 
trunkline                  (139,259)             

Purchase discounts and
Handling Charges                              (1,392)             

Subtotal          (1)     190,000 (1)      170,000     328,452    (158,452)

Capital Outlay - Net:
Capital Outlay                543,665              
Less:

Equipment retirements      (5,003)
Depreciation                            (767,620)            

Subtotal          (1)      75,000 (1)       75,000    (228,958)     303,958 

Long-Term Debt Payments     105,000      105,000     105,000       -0-  

Interest Expense     167,385      167,385     167,385       -0-  

Total Expenditures $ 6,453,965 $  6,859,385 $ 6,714,314 $   145,071

(1)  Budgeted in total



SUPPLEMENTAL SCHEDULES
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ROSCOMMON COUNTY ROAD COMMISSION
ANALYSIS OF CHANGES OF FUND BALANCES
FOR THE YEAR ENDED DECEMBER 31, 2007

  Primary     Local    County
        Road     Road     Road

    Fund       Fund       Fund      Totals  

Total Revenues and Other
   Financing Sources $ 4,582,480 $ 2,082,632 $   197,481 $ 6,862,593

Total Expenditures   4,454,735   2,214,892      44,687   6,714,314

Excess of Revenues and Other
Financing Sources Over
 (Under) Expenditures

before Optional
Transfers     127,745    (132,260)     152,794     148,279 

Optional Transfers    (335,000)     335,000       -0-         -0-  

Excess of Revenues and Other
Financing Sources Over 

(Under) Expenditures                                                 
   After Transfers    (207,255)     202,740     152,794     148,279 

Fund Balance - January 1   1,715,622     392,209     478,171   2,586,002

Fund Balance - December 31 $ 1,508,367 $   594,949 $   630,965 $ 2,734,281
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ROSCOMMON COUNTY ROAD COMMISSION
ANALYSIS OF REVENUES AND OTHER FINANCING SOURCES 

FOR THE YEAR ENDED DECEMBER 31, 2007

  Primary     Local    County
        Road     Road     Road

    Fund       Fund       Fund      Totals  

Motor Vehicle Highway Funds:
Primary road $ 2,239,192 $     -0-  $     -0- $ 2,239,192
Local road        -0-   1,569,941       -0-   1,569,941
Snow removal       -0-        7,607       -0-       7,607
Engineering       5,900        4,100       -0-       10,000

Subtotal   2,245,092   1,581,648       -0-    3,826,740

Federal Aid:
Category - D     137,905       -0-          -0-        137,905
Surface Transportation Program     293,687       -0-          -0-        293,687
Other            87,071       -0-          -0-         87,071

State Aid:
Forest Road Funds       -0-      19,576       -0-      19,576
Rural Primary Funds     154,347       -0-       -0-     154,347
State Trunkline Maintenance /

Non-Maintenance   1,641,023       -0-       -0-    1,641,023
 
County Raised Funds:

Township contributions and
other contributions       -0-      463,762       4,216     467,978

Other Revenue:
Land and building sale       -0-       -0-       1,622       1,622
Gain (Loss) on Sale of 

Equipment       -0-       -0-      78,118      78,118 
Interest, Salvage Sales,

Permits and Refunds      23,355      17,646     113,525     154,526

Total Revenue $ 4,582,480 $ 2,082,632 $   197,481 $ 6,862,593
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ROSCOMMON COUNTY ROAD COMMISSION
ANALYSIS OF EXPENDITURES

FOR THE YEAR ENDED DECEMBER 31, 2007

  Primary     Local    County
        Road     Road     Road

    Fund       Fund       Fund      Totals  
Primary Road:

Heavy maintenance $ 1,218,216 $     -0-  $     -0- $ 1,218,216
Maintenance   1,323,830       -0-       -0-   1,323,830

Local Road:
Heavy maintenance       -0-     585,390       -0-     585,390
Maintenance       -0-    1,415,725       -0-    1,415,725

Subtotal   2,542,046   2,001,115       -0-    4,543,161

State Trunkline Maintenance /
Non-Maintenance   1,619,174       -0-        -0-    1,619,174

Equipment Expense - Net:
Direct     681,767     429,339       7,829   1,118,935
Indirect     380,286     239,483       4,367     624,136
Operating     183,907     115,814       2,112     301,833
 Less:
  Equipment Rental  (1,136,225)    (715,531)     (13,048)  (1,864,804)

Subtotal     109,735      69,105       1,260     180,100 

Administrative Expense - Net:
Administrative expense     262,478     206,625       -0-     469,103

    Less:
  Overhead - State trunkline     (77,920)     (61,339)       -0-    (139,259)
  Purchase discounts and 

 Handling charges        (778)        (614)       -0-       (1,392)

Subtotal     183,780     144,672       -0-      328,452

Capital Outlay - Net:
Capital Outlay       -0-       -0-     543,665     543,665
 Less:
  Equipment Retirements       -0-       -0-      (5,003)      (5,003)
  Depreciation       -0-        -0-     (767,620)    (767,620)

Subtotal       -0-        -0-     (228,958)    (228,958)

Long-Term Debt Payments       -0-        -0-      105,000     105,000

Interest Expense       -0-        -0-      167,385     167,385

Total Expenditures $ 4,454,735 $ 2,214,892 $    44,687 $ 6,714,314
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

March 19, 2008

Board of County Road Commissioners
Roscommon County Road Commission
Prudenville, MI 48651

I have audited the component unit financial statements of the governmental activities and
major fund of the Roscommon County Road Commission, a Special Revenue Fund of the County
of Roscommon, Michigan, as of and for the year ended December 31, 2007, and have issued
my report thereon dated March 19, 2008.  I conducted my audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable
to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States.

Internal Control over Financial Reporting

In planning and performing my audit, I considered the Roscommon County Road Commission's
internal control over financial reporting as a basis for designing my auditing procedures
for the purpose of expressing my opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Roscommon County Road
Commission’s internal control over financial reporting.  Accordingly, I do not express an
opinion on the effectiveness of the Roscommon County Road Commission’s internal control
over financial reporting.

My consideration of internal control over financial reporting was for the limited purpose
described in the preceding paragraph and would not necessarily identify all deficiencies
in internal control over financial reporting that might be significant deficiencies or
material weaknesses.  However, as discussed below, I identified certain deficiencies in
internal control over financial reporting that I consider to be significant deficiencies.
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Financial Statement Preparation

All Michigan governments are required to prepare financial statements in accordance with
generally accepted accounting principals (GAAP).  This is a responsibility of the Road
Commission’s management.  The preparation of financial statements in accordance with GAAP
requires internal controls over both (1)recording, processing, and summarizing accounting
data (i.e., maintaining internal books and records), and (2) reporting government-wide and
fund financial statements, including the related footnotes (i.e., external financial
reporting).  As is the case with most small and medium-sized entities, the Road Commission
has historically relied on its independent external auditor to assist in the preparation
of the government-wide financial statement and footnotes as part of its external financial
reporting process. Accordingly, the Road Commission’s ability to prepare financial
statements in accordance with GAAP is based, in part, on its reliance on its external
auditors, who cannot, by definition, be considered a part of the government’s internal
controls.  This condition was caused by the Road Commission’s determination that it is
more cost effective to outsource the preparation of its annual financial statements to the
auditors than to incur the time and expense of obtaining the necessary training and
expertise required for the Road Commission to perform this task internally.

A Control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis.  A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the Roscommon
County Road Commission’s ability to initiate, authorize, record, process, or report
financial data reliably in accordance with generally accepted accounting principles such
that there is more than a remote likelihood that a misstatement of the Road Commission’s
financial statements that is more than inconsequential will not be prevented or detected
by the Road Commission’s internal control.  I consider the deficiencies described above
to be significant deficiencies in internal control over financial reporting.

A material weakness is a significant deficiency, or combination of significant
deficiencies, that results in more than a remote likelihood that a material misstatement
of the financial statements will not be prevented or detected by the Road Commission’s
internal control.

My consideration of the internal control over financial reporting was for the limited
purpose described in the first paragraph of this section and would not necessarily
identify all deficiencies in the internal control that might be significant deficiencies
and, accordingly, would not necessarily disclose all significant deficiencies that are
also considered to be material weaknesses.  However, I believe that none of the
significant deficiencies described above is a material weakness.  
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Roscommon County Road
Commission's financial statements are free of material misstatement, I performed tests of
its compliance with certain provisions of laws, regulations, contracts and grant
agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts.  However, providing an opinion on compliance
with those provisions was not an objective of my audit, and accordingly, I do not express
such an opinion.  The results of my tests disclosed no instances of noncompliance that are
required to be reported under Government Auditing Standards.  

This report is intended solely for the information and use of the Board of County Road
Commissioners, management, and the Michigan Department of Transportation, and is not
intended to be and should not be used by anyone other than these specified parties.

JAMES M. ANDERSON, P.C.
CERTIFIED PUBLIC ACCOUNTANT



March 19, 2008

Board of County Road Commissioners
Roscommon County Road Commission
Prudenville, MI 48651

I have audited the financial statements of the governmental activity and major fund of the
Roscommon County Road Commission for the year ended December 31, 2007, and have issued my
report thereon dated March 19, 2008.  Professional standards require that I provide you
with the following information related to my audit.

My Responsibility Under U.S. Generally Accepted Auditing Standards and Government Auditing
Standards
As stated in my engagement letter dated March 16, 2008, my responsibility, as described
by professional standards, is to plan and perform my audit to obtain reasonable, but not
absolute, assurance about whether the financial statements are free of material
misstatement and are fairly presented in accordance with U.S. generally accepted
accounting standards.  Because an audit is designed to provide reasonable, but not
absolute assurance and because I did not perform a detailed examination of all
transactions, there is a risk that material misstatements may exist and not be detected
by me.

As part of my audit, I considered the internal control of the Roscommon County Road
Commission.  Such considerations were solely for the purpose of determining my audit
procedures and not to provide any assurance concerning such internal control.

As part of obtaining reasonable assurance about whether the financial statements are free
of material misstatement, I performed tests of the Roscommon County Road Commission’s
compliance with certain provisions of laws, regulations, contracts, and grants.  However,
the objective of my tests was not to provide an opinion on compliance with such
provisions.

Significant Accounting Policies
Management is responsible for the selection and use of appropriate accounting policies.
In accordance with the terms of my engagement letter, I will advise management about the
appropriateness of accounting policies and their application.  The significant accounting
policies used by the Roscommon County Road Commission are described in Note A to the
financial statements.  No new accounting policies were adopted and the application of
existing policies was not changed during the year.  I noted no transactions entered into
by the Roscommon County Road Commission during the year that were both significant and
unusual, and of which, under professional standards, I am required to inform you, or
transactions for which there is a lack of authoritative guidance or consensus.
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Accounting Estimates
Accounting estimates are an integral part of the financial statements prepared by
management and are based on management’s knowledge and experience about past and current
events and assumptions about future events.  Certain accounting estimates are particularly
sensitive because of their significance to the financial statements and because of the
possibility that future events affecting them may differ significantly from those
expected.

Audit Adjustments
For purposes of this letter, professional standards define an audit adjustment as a
proposed correction of the financial statements that, in my judgment, may not have been
detected except through my auditing procedures.  An audit adjustment may or may not
indicate matters that could have a significant effect on Roscommon County Road Commission
financial reporting process (that is, cause future financial statements to be materially
misstated).  In my judgment, none of the adjustments I proposed, whether recorded or
unrecorded by the Roscommon County Road Commission, either individually or in the
aggregate, indicate matters that could have a significant effect on Roscommon County Road
Commission’s financial reporting process.

Disagreements with Management
For purposes of this letter, professional standards define a disagreement with management
as a matter, whether or not resolved to my satisfaction, concerning a financial
accounting, reporting, or auditing matter that could be significant to the financial
statements or the  auditor’s report.  I am pleased to report that no such disagreements
arose during the course of my audit.

Consultations with Other Independent Accountants
In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations.  If a
consultation involves application of an accounting principle to the governmental unit’s
financial statements or a determination of the type of auditors’ opinion that may be
expressed on those statements, my professional standards require the consulting accountant
to check with me to determine that the consultant has all the relevant facts.  To my
knowledge, there were no such consultations with other accountants.

Issues Discussed Prior to Retention of Independent Auditors
I generally discuss a variety of matters, including the application of accounting
principles and auditing standards, with management each year prior to retention as the
Roscommon County Road Commission’s auditor.  However, these discussions occurred in the
normal course of my professional relationship and my responses were not a condition to my
retention.
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Difficulties Encountered in Performing the Audit
I encountered no significant difficulties in dealing with management in performing my
audit.

This information is intended solely for the use of management and the Board of Road
Commissioners and is not intended to be and should not be used by anyone other than these
specified parties.

James M. Anderson, P.C.
Certified Public Accountant


	apr.pdf
	PDF Rosc.Co.Rd.Com.2007.pdf

